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Divisions ; eeu ee a 7 


EDISON BROTHERS SHOE STORES 
964 stores and departments 
Shoe stores: Chandlers, Bakers, Leeds, Burts, The Wild Pair 
Leased shoe departments, Joan Bari Boutiques 


THE HANDYMAN 
64 stores. Do-it-yourself hardware 
and building materials 


JEANS WEST/OAK TREE 
234 stores. Jeans West: young people's casual clothing 
Oak Tree: contemporary men's clothing 


SIZE 5-7-9 SHOPS 


164 stores. Small-size junior clothing 


FASHION CONSPIRACY 
194 stores. Young women's and juniors 
clothing and accessories 





Edison Brothers Stores Inc. — Founded in I9S22 by 


Samuel B. Edison 0 Harry Edison 0 Mark A. Edison © Irving Edison 0 Simon Edison 
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THE YEAR IN BRIEF 


Net sales 

Net income 

Total cash dividends paid 
Total taxes paid 


Net income 

Common stock dividends paid 
Total taxes paid 

Common stock equity 


Working capital 
Long-term debt 
Common stock equity 


Number of preferred shares outstanding 
Number of common shares outstanding 
Number of stockholders 

Units at end of year 


ANNUAL MEETING 

of stockholders will be held in the offices of the 

Company at 400 Washington Avenue, St. Louis, Missouri, 
at 11 a.m. on Monday, April 23, 1979. A notice of 

the meeting with a proxy statement for holders 

of common stock is mailed under separate cover 


1978 


$739,439,000 
45,992,000 
11,695,000 
58,977,000 


Per Share 
$ 3.95 
1.00 

5.07 
16.46 


$107,781,000 
15,613,000 
190,923,000 


18,778 
11,596,652 
5,600 
1,620 


1977 


$624,321,000 
36,283,000 
9,237,000 
45,613,000 


Per Share 
$ 3.06 
ATE 

3.85 
13.67 


$ 87,298,000 
17,506,000 
160,119,000 


18,778 
11,716,551 
4,900 

1,451 


% Change 


+ 18% 
ae a 
Ter 
+ 29% 


+ 29% 
+ 30% 
+ 32% 
+ 20% 


+ 23% 
— 11% 
+ 19% 
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TO OUR STOCKHOLDERS: 


We are happy to report that the people of 
Edison Brothers Stores, Inc. achieved record 
results again in 1978. 

Sales increased 18.4%. Profits were up 26.8%. 
Wages and salaries paid exceeded $122 million. 
Total taxes paid were over $58 million. Dividends 
paid to shareholders exceeded $11 million. The 
Board of Directors voted to increase the quarterly 
dividend on common stock from 22’2¢ to 272¢ 
effective with the September 12, 1978 payment, 
which was the fourteenth increase in the dividend 
rate in the past fourteen years. 


Edison Brothers, as a specialty store retailer, 
operates stores in three different areas of 
merchandising: shoes and accessories, apparel, 
and home improvement centers. In 1978, all 
three of these operating segments achieved 
record highs in sales and profits. All three 
segments had substantial sales increases in 
comparative stores which contributed 
importantly to the profit gains. This strong 
consumer acceptance is due to the outstanding 
professionalism of the people involved in the 
daily management of buying and selling our 
different kinds of merchandise. 


In most divisions, sales were strong throughout 
the year and continue so into early 1979. An 
exception has been the women’s junior apparel 
stores which have experienced some softening 
of demand since about the beginning of the fourth 
quarter of 1978. 


A major event took place for Edison Brothers 
on July 28, 1978, when the Board of Directors 
was increased from eight members to sixteen 
members. The new members bring a great 
variety and depth of experience to the board and 
increase Our ability to continue the company’s 
progress in the years ahead. Pictures of the board 
are on the facing page. 


During 1978, 189 new stores were opened, by 
far the largest number ever opened in one year. 
Our store construction and operations 
departments accomplished this record expansion 
with outstanding efficiency. Twenty stores were 
closed, leaving us with a total of 1,620 stores In 
operation at year end. An approximately equal 
store opening program is planned for 1979. 


One increasingly frequent practice in the 
shopping center industry is of particular 
significance to Edison Brothers. Many existing 
successful shopping centers are adding 
substantial amounts of retail space, often 
including One or more additional major 
department stores. This creates opportunities 
for us to add stores not presently represented 
and can increase the number of our stores in 
operation in these good centers from two or 
three to six or seven, or more. This trend has 
been a factor in enabling us to open a record 
number of stores at a time when the number of 
new regional shopping centers being opened 
each year has not increased. 


During 1978, net expenditures for property and 
equipment amounted to $25 million, mostly for 
new stores and the remodeling of existing ones. 
During the year, we purchased 213,200 shares 
of our common stock for general corporate 
purposes. The ability of the company to 
generate cash internally remains excellent. We 
were able to make the above expenditures and 
still have cash items at the end of the year 
amounting to $48.6 million compared to $46.3 
million at the beginning of the year. Cash on hand 
is sufficient to pay for the expansion of 1979. 


We mourn the passing of Simon Edison, one 
of the five founders of our company, on 
February 19, 1979. A former chairman of the 
Board of Directors, he was associated with the 





shoe merchandising operations of our company 
throughout his dedicated and distinguished 
career. Most of the buyers in the shoe division 
today developed under his guidance. We will miss 
his counsel and leadership: but equally. we will 
miss his presence as a sympathetic human being. 

Vice President Ben Ellis retired after 44 years 
of outstanding service to the company. He served 
with distinction for almost 25 of those years as 
the head of the QualiCraft casual shoe buying 
division. 

Herbert A. Haimsohn, founder and president 
of The Handyman division, withdrew from 
his officerships for health reasons. His 
accomplishment in starting a new retail 
enterprise in 1962 and leading its growth to a 
chain that did $168 million in 1978 was a 
remarkable achievement. 

The government's voluntary wage and price 
guidelines for retailing have been revised 
several times, and we are continuing to study 
the impact of each new version. We are confident 
that Edison Brothers’ 1979 plans are within the 
guidelines as they are presently formulated. 

We are aware of the various international and 
domestic events which are affecting the economy. 
Nevertheless, we foresee continued vigorous 
consumer buying of the merchandise that we 
sell. Unless some unanticipated combination of 
events occurs, we are very hopeful that the 
capable teams of people in our various divisions 
will again achieve outstanding results in 1979. 


Chairman of the Board President 


St. Louis, Missouri, February 22, 1979 
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FOOTWEAR and ACCESSORIES 


——EE 


Sales and profits for the shoe division again 
reached records. Especially gratifying was the 
substantial increase produced by comparative 
stores. Sixty-nine new stores were Opened in 
1978. They produced volumes equal to or greater 
than projections. A similar strong store opening 
program is planned for 1979 


Sales volume was stimulated by the trend 
toward more dressy footwear and accessories 
to accompany the fashion shifts toward softer, 
more feminine clothes. This fashion trend 
broadened the wardrobe of shoe styles desired 
for our customers’ varied life styles 





The pace of change in the styles we offer is 
evidenced by the fact that a very low percentage 
of the items purchased the previous year was 
repeated in 1978 


Sales were also stimulated by the continued 
increase in the number of employed women, 
who have greater need for fashionable wardrobes 


As a result of these trends, sales increases 
more than replaced declines in boot sales, which 
had reached an all-time high in 1977 

Our sales management and store operating 
Staffs did an outstanding job in 1978 of providing 
the personal, professional service which our 
customers expect and appreciate 

We further strengthened our buying, 
merchandising and regional manager ranks by 
promoting eighteen of our store managers 

The development of seasoned merchandising 
and store management people from within our 
company continues to be a cornerstone of our 
philosophy and success 





APPAREL 


Edison Brothers’ apparel divisions achieved 
record sales and earnings during 1978. Major 
factors contributing to these records were the 
inclusion of a full year's operation of Fashion 
Conspiracy following its acquisition in the fall of 
1977: anextremely aggressive new storeopening 
program of over 100 new apparel stores: and 
the very successful year turned in by the 
Jeans West/Oak Tree division 

The strong sales and earnings results of the 
Jeans West division were of particular 
significance. Through the year, the importance 
of blue denim jeans diminished. The ability of 
the Jeans West organization to merchandise 
effectively a wider product mix underscores the 
division's identity as a market-oriented rather 
than a product-oriented retailer. 

Fashion Conspiracy moved into a number of 
midwestern markets during 1978. As a result, it 
became apparent that our small Cover Story 





division, many of whose stores were in these 
markets, ought to be merged into Fashion 
Conspiracy for greater overall efficiency. This 
was accomplished by year-end. 


Several new physical facilities for the rapidly 
expanding apparel divisions were completed in 
1978. Fashion Conspiracy moved into larger 
home office and distribution center facilities in 
San Diego. A new midwestern distribution 
center to serve all the apparel divisions was 
opened in Washington, Missouri. The St. Louis- 
based apparel divisions, Size 5-7-9 Shops and 
Jeans West/Oak Tree, moved into a new 
combined home office facility during the year 








Martin Sneider, president of Jeans West, was 
appointed to the additional position of 
chairman of the St. Louis Apparel Group 


Store opening plans for 1979 in the apparel 
divisions continue at a very aggressive pace. 





HARDWARE 


The Handyman had another year of record 
sales and earnings in 1978. This division 
continued its record of producing sales 
increases in comparative stores every year for 
over a decade. The growing popularity —and 
often the necessity — of people doing their own 
home improvements and repairs contributed 
to the excellent results 

More significant even than the year's 
outstanding results was the successful 
management transition achieved during the 


year, Early in 1978, Herbert A. Haimsohn, founder 


of The Handyman, found it necessary to give up 
his officerships for health reasons. Probably the 
crowning achievement of his remarkable 
leadership of The Handyman was the fact that 
the management team he had developed 

was able to continue the management of 








Ihe Handyman with no loss of momentum 
Under the direction of Harvey W. Rosen, former 
vice president, merchandising, who succeeded 
to the presidency, the existing Handyman group 
has continued the progress 

Six new Handyman stores were successfully 
opened in 1978, Management personnel for all of 
these stores were developed internally through 
promotion-from-within training programs. Similar 
expansion programs have been planned for 
1979 and 1980. However, It Now appears that 
environmental and other delays may postpone 
the opening of some of the stores originally 
scheduled for 1979 into the early part of 1980 
The store management teams for these new 
stores will also be trained and developed from 
within the company 





THE YEAR IN REVIEW 


SALES 

Consolidated net sales for the fiscal year 
ended December 30, 1978 were $739 ,439,000, 
an increase of 18.4% over sales of 
$624 321,000 for the fiscal year ended 
December 31, 1977. 


PROFITS 

Consolidated net income for 1978 was 
$45,992 000, an increase of 26.8% over net 
income of $36.283,000 in 1977. The per 
share earnings on the weighted average 
number of common shares outstanding were 
$3.95 in 1978 and $3.06 In 1977. 


TAXES 

Taxes paid by the company in 1978 totaled 
$58,977,000 compared to $45,613,000 in 
1977, an increase of $13,364,000 or 29.3%. 


DIVIDENDS 

Cash dividends paid on the company’s 
common and preferred stock amounted to 
$11,695,000 in 1978 compared to 
$9,237,000 in 1977. Common stock dividends 
paid per share were $1.00 in 1978 and 772 
in 1977. This was the 45th consecutive year in 
which the company paid dividends on its 
common stock. On August 4, 1978, the Board 





STATISTICAL SUMMARY 











1978/1968 
10 YEAR 1978 1977 1976 
COMPARISON 
+ 143% Units end of each year 1,620 1,451 1,244 
+ 208% Net sales $739,439,000 $624,321 ,000 $532,312,000 | 
Cost of goods sold, including | 
+ 197% occupancy and buying expenses 460,283,000 393,053,000 335,771,000 ; 
+ 255% Taxes other than income taxes 12,660,000 10,883,000 9,402,000 | 
+ 152% Interest expense 3,686,000 3,634,000 3,619,000. 
+ 186% Other expenses 170,501,000 145,738,000 125,597,000, 
+ 385% Income taxes 46,317,000 34,730,000 29,164,000 
+ 310% Net income 45,992,000 36,283,000 28,759,000; 
+ 314% Net income applicable to common stock 45,912,000 36,203,000 28,678,000) 
+ 229% Common stock dividends paid 11,615,000 9,157,000 6,835,000, 
=5% Long-term debt 15,613,000 17,506,000 19,188,000, 
+ 196% Common stock equity 190,923,000 160,119,000 135,115,000: 
Weighted average common shares 
-—9% outstanding 11,622,000 11,836,000 11,947,000 ' 
+ 392% Total taxes per common share $ 5.07 $ 3.85 $ 3.23 
+ 354% Net income per common share 3.95 3.06 2.40 
+ 257% Dividends per common share 1.00 Ue 57 
+ 226% Equity per common share 16.46 13.67 11.35 


The number of common shares outstanding and per share amounts have been adjusted 
to reflect the stock splits of 2-for-1 in 1968 and 3-for-1 in 1978. 





1975 


1,145 


of Directors increased the quarterly dividend 5¢ 
to 27%e¢ per share which is equivalent to an 
annual rate of $1.10 per share. This increase 
represents the fourteenth increase in the 
dividend rate in the past fourteen years. 


WORKING CAPITAL 

At the close of the 1978 fiscal year, 
working capital totaled $107,781,000 
compared with $87,298,000 at the close of 
1977. The current ratio at the end of 1978 
was 2.2 to 1. 

Expenditures for property and equipment 
amounted to $24,856,000 in 1978 compared 


with $17,001,000 in 1977. Depreciation and 
amortization totaled $13,062,000 in 1978 and 
$11,158,000 in 1977. 

During 1978, 213,200 shares of the 
company’s common stock were purchased for 
a total of $5,172,000. 

Cash, certificates of deposit and short-term 


investments totaled $48,625,000 at December 30, 


1978, a $2,290,000 increase over the 


$46,335,000 balance at the beginning of the year. 


At the close of 1978, merchandise 
inventories were valued at $135,480,000 
compared to $109,778,000 at the beginning 
of the year. 


1974 


1,079 


1973 


1,006 


1972 


922 


1971 


870 


1970 


1969 


1968 


766 
$255,955,000 


692 
$244,696,000 


667 


$489,594 000 $420,508,000 $372,402,000 $333,070,000 $290,870,000 $240,300,000 





312,645,000 274,750,000 244,280,000 220,562,000 193,628,000 167,476,000 158,429,000 154,910,000 
8,489,000 7,356,000 7,216,000 5,820,000 4,726,000 3,973,000 4,157,000 3,566,000 
3,814,000 3,980,000 3,825,000 2,693,000 1,971,000 1,568,000 1,578,000 1,463,000 

115,099,000 100,436,000 90,174,000 81,312,000 72,791,000 68,029,000 63,312,000 59,606,000 

25,880,000 17,442,000 13,316,000 10,630,000 7,678,000 6,374,000 8,064,000 9,551,000 
23,667,000 16,544,000 13,591,000 12,053,000 10,076,000 8,535,000 9,156,000 11,204,000 
23,586,000 16,436,000 13,473,000 11,934,000 9,957,000 8,414,000 9,032,000 11,077,000 
5,938,000 5,245,000 4,709,000 4,355,000 4,174,000 4,189,000 4,238,000 3,533,000 
20,687,000 22,413,000 24,681,000 26,230,000 25,501,000 13,998,000 15,317,000 16,515,000 
117,045,000 100,826,000 90,295,000 84,395,000 76,689,000 70,312,000 68,046,000 64,437,000 
12,051,000 12,213,000 12,415,000 12,565,000 12,525,000 12,555,000 12,707,000 12,763,000 
$2.85 $2.03 $1.65 $1.31 $ .99 $ 82 $ .96 $1.03 
1.96 1.35 1.09 95 9 67 il 87 
49 43 38 35 33 33 33 .28 
9.76 8.31 7.35 6.71 6.11 5.64 5.36 5.05 


For management's discussion and analysis of the above for 1978 and 1977 and other related information, 
please refer to the sections of this report entitled “To Our Stockholders” and The Year in Review.” 
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EMPLOYEE BENEFITS 

Edison Brothers Stores, Inc. and its 
subsidiaries now have approximately 19,300 
regular and part-time employees on a seasonal 
average basis. Salaries and wages totaled 
$122,866,000 in 1978 compared to 
$105,836,000 in 1977. Payroll taxes paid by 
the company in 1978 and 1977 totaled 
$9,696,000 and $7,853,000, respectively. 

The company's contribution to the 
employees health plan trust, which includes 
hospital, medical, dental and life insurance 
coverage, was $2,763,000. In addition, 
$3,321,000 was contributed to the pension 
trust in 1978. This combined contribution of 
$6,084,000 was $496,000 greater than the 
1977 combined contribution. The cost of the 
pension plan is entirely paid for by the company. 
On December 31, 1978, the market value of 
the assets of the pension trust was $25,300,000. 

The company recognized expense of 
$3,123,000 in 1978 and $2,092,000 in 1977 
for shares of the company's common stock 
issuable to executives, including store 
managers, under the provisions of the Stock 
Bonus Plan. 


PERSONNEL CHANGES 

Eleven executives have been appointed 
to new officer positions. Edison Brothers 
Stores, Inc.: Edgar F. Berner, president of 
Fashion Conspiracy; Harvey W. Rosen, 
president of The Handyman: G. Richard 
Oscarson, real estate: and Richard E. 
Strassner, corporate development, were 
elected vice presidents. 

The Handyman: Harvey W. Rosen was 
elected president. Donald W. Cook, 
merchandising, was promoted to vice president 
from assistant vice president. 

Fashion Conspiracy: Elected vice presidents 
were David Buck, operations: Lon R. Gilbert, 
administration; and Christine L. Quinn, sales. 

St. Louis Apparel Group: Martin Sneider, 
president of Jeans West, was elected chairman. 
Theresa Isaia, director of office services, was 
elected assistant vice president. 

Jeans West/Oak Tree: Robert Shearin, 
divisional merchandise manager, was elected 
assistant vice president. 








CASH DIVIDEND PAID 
PER COMMON SHARE 
adjusted for stock splits in 1968 and 1978 
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FINANCIAL POSITION, millions of dollars 
WORKING CAPITAL 

QO 4c orn eR Assets 

== COMMON STOCK EQUITY 
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Cost of goods sold, including occupancy and buying expenses. ....... 
Store operating and administrative expenses 
Depreciation and amortization 


Interest expense 


Other deductions, net 


Income before Income Taxes 
Provision for income taxes 


Net Income (per Common share— $3.95 and $3.06)................. 


CONSOLIDATED STATEMENTS 


OF INCOME 
Year Ended 

December 30, December 31, 

1978 1977 
$739,439,000 $624,321,000 
460,283,000 393,053,000 
.... 169,520,000 145,377,000 
ae 13,062,000 11,158,000 
3,686,000 3,634,000 
ae 579,000 86,000 
647,130,000 553,308,000 
Past 92,309,000 71,013,000 
wor 46,317,000 34,730,000 
$ 45,992,000 $ 36,283,000 


CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 


Balance at beginning of fiscal year 1977..... 


Add (deduct): 


Net income. ... 


Stock options exercised................. 
Stock bonus distributions............... 


Preferred Stock purchased—100shares.. . 
Common Stock purchased— 279,300 shares 


Cash dividends declared: 


Balance at end of fiscal year 1977... .... 


Add (deduct): 


Net income.... 


Stock options exercised................. 
Stock bonus distributions............ 7 


Common Stock purchased — 213,200 share 


Cash dividends declared: 


Capital in 
Preferred Common Excess of 
Stock Stock Par Value 
$1,888,000 $11,905,000 
ercised.......... 34,000 $ 224,000 
56,000 1,057,000 
(10,000) 5,000 
(279,000) (1,286,000) 
Preferred Stock—$4.25 per share...... 
Common Stock—$.59 per share........ 
1,878,000 =11,716,000 -0- 
ercised....... 0s. 34,000 —- 220,000 
60,000 1,365,000 
(213,000) (1,585,000) 
Preferred Stock—$4.25 per share...... 
Common Stock—$1.00 per share....... 
$1,878,000 $11,597,000 -0- 


Balance at end of fiscal year 1978.......... 


See notes to consolidated financial statements. 


Retained 
Earnings 


$123,210,000 


36,283,000 


(4,039,000) 


(80,000) 
(6,971,000) 


148,403,000 


45,992,000 


(3,374,000) 


(80,000) 
(11,615,000) 


$179,326,000 
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CONSOLIDATED BALANCE SHEETS 


ASSETS 


Current Assets: 


ee ah io ate hin ait escapee Rae 5 Gn tee Aon TOY ote Ae 8 
Certificates of deposit and short-term investments 
Merchandise inventories 
Other current assets 


Property and Equipment, at cost, less accumulated depreciation and 
amortization of $46,111,000 and $39,433,000 


Property Held under Capital Leases, less 
accumulated amortization of $7,508,000 and $7,707,000 


Other Assets, principally goodwill and notes receivable.............. 


December 30, 
1978 





$ 18,687,000 
29,938,000 
135,480,000 
10,071,000 


194,176,000 





101,357,000 


25,783,000 
12,454,000 





$333,770,000 








LUABILITIES AND STOCKHOLDERS’ EQUITY 


Current Liabilities: 


ACCOUNTS PAVAOIS TVAOS c< obo dou adaea hs dudvee ndadesed as seaenrs 
Accrued expenses and other liabilities. ..........00..00...0.000.. 
WGI Taree, he 32.45 k is hh Sm edhe Sueiane Saas waatna ass leaGe ica. 
Current installments of long-term debt 

and obligations under capital leases.......................... 


Total Current Liabilities.................0...00..00.... 


EOME-TOrMm DEOL wit os Lea te aug We eh un «4 a Bawa Bret Shed Sues 
Obligations under Capital Leases................0.000..0.0.00...... 
Deferred Income Taxes and Other Liabilities 


Stockholders’ Equity: 
4%% Cumulative Preferred Stock, par value $100 
Common Stock, par value $1 
Retained Eames ck % cscda sls ahve oGied bona’ oa beekees bade 


Total Stockholders’ Equity 


$ 42,111,000 
19,362,000 
22,453,000 


2,469,000 
86,395,000 








15,613,000 
29,300,000 
9,661,000 


1,878,000 
11,597,000 
179,326,000 





192,801,000 





$333,770,000 








See notes to consolidated financial statements. 
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December 31, 
1977 





$ 20,799,000 
25,536,000 
109,778,000 
8,005,000 


164,118,000 





88,303,000 


29,623,000 


14,197,000 
$292,241,000 











$ 41,345,000 
18,109,000 
14,926,000 


2,440,000 
76,820,000 


17,506,000 
28,458,000 
7,460,000 








1,878,000 
11,716,000 
_ 148,403,000 


161,997,000 
$292,241 ,000 
































CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 
































Year Ended 
December 30, December 31, 
1978 1977 
Additions to Working Capital: : 
We MICOS cc 5.2.5 nace meats oe ute A ie Ge ee Oo eae tN ea ek ee $ 45,992,000 $36,283,000 
Charges to operations not requiring an outlay of current funds: 
Depreciation and amortization .....14.5 os6s2¢sc0k bees sosee iwoss 13,062,000 11,158,000 
DLOCK DONS DIAN CXNENSE oink a wks So eGw ede ees eS eee vew eds 3,123,000 2,092,000 
Me Ease deg aca Ca apc ena Wc Sek oh a aed ee a cen et feo ed ahead 1,031,000 ____ 422,000 
Working Capital provided from operations...................004. 63,208,000 49,955,000 
Increase in obligations under capital leases...................... 1,433,000 4,728,000 
SUV NE ote on ob 2 rong, fe a ak dee 8 and eopeete Mare bake ie eee eames 1,469,000 390,000 
66,110,000 _ 55,073,000 
Reductions in Working Capital: 
Expenditures for property and equipment....................... 24,856,000 17,001,000 
Acquisition and disposal of businesses, net...................--. 12,138,000 
Dividends CeCe.) i Ou. ce SLL HR De EWS Ra DS REDE NEARED 11,695,000 7,051,000 
Purchase Of [réasury StOCK ....aveis deduce schoo da «nee ad an pha ee 5,172,000 5,609,000 
Increase in property held under capital leases................... 1,420,000 4,386,000 
Reductions im long-term debt... ses vaca ved ew dsadadawbeaeaa'ds 1,893,000 1,816,000 
Reductions in obligations under capital leases................... 591,000 916,000 
ein ls i ke tre aha fs LC heh, et kes Syke Sola ah os aie Mle ata wed 2,876,000 
45,627,000 51,793,000 
Increase Ini Working Capital 5 Jaci ken dese od caw bod Dee eo 89 448 Re 20,483,000 3,280,000 
Working Capital.at beginning of year... 0.6... c ccc eww nese vow ees 87,298,000 84,018,000 
Working Capital at end of year). 640.66 cies a Hew sewed cee es Osean $107,781,000 $87,298,000 





See notes to consolidated financial statements. 





NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 


Consolidation —The financial statements include the accounts of all subsidiaries; intercompany accounts and transactions have 
been eliminated. In October 1977, the Company acquired the outstanding capital stock of Fashion Conspiracy, Inc., a women’s 
junior ready-to-wear chain, in a transaction accounted for as a purchase. Operations of the acquired business have been included 
in the accompanying financial statements since the date of acquisition. The pro-forma results of operations for 1977 including 
Fashion Conspiracy are not materially different from the historical results of operations. The United Sporting Goods division was 
sold in October 1977. Losses, which were not material, resulting from operations and the disposal of the business are included in 
the consolidated statements of income. | 
Certificates of deposit and short-term investments are stated at the lower of cost or market. | 
Inventories —A portion of the inventories is stated at the lower of cost, principally average cost, or market, based principally 
on anticipated realizable values. The other portion is based on the retail method. 
Depreciation—Depreciation and amortization of property and equipment and property held under capital leases are computed 

principally on the straight-line basis. 

Preopening Expenses —Store preopening expenses are charged against income as incurred. 

Income Taxes—Investment tax credits of approximately $1,240,000 (1978) and $1,310,000 (1977) have been applied as 

reductions of the provisions for Federal income taxes. The provisions for income taxes include deferred income taxes of 
$587,000 in 1978 and $552,000 in 1977 arising generally as a result of the timing differences related to depreciation and | 
amortization and stock bonus expense. 
Income Per Share —Net income per Common share is based on the weighted average number of shares outstanding (11,622,000 in 


1978 and 11,836,000 in 1977). Shares issuable under the stock option and stock bonus plans would have no material dilutive 
effect on earnings per share. 











PROPERTY AND EQUIPMENT AND PROPERTY HELD UNDER CAPITAL LEASES —The major classifications are as follows: 























. Estimated Cost 
Property and Equipment — life in years December 30, 1978 December 31, 1977 
I acs sic eheehahies Veetediaheteeied ates $ 10,336,000 $ 9,064,000 
BONMMROS 6G. oh ucw ce nm raced es 25 21,694,000 18,085,000 
Leaseholds and leasehold improvements 10-15 68,206,000 99,217,000 
Fixtures and equipment........... 5-10 47,232,000 41,370,000 
$147,468,000 $127,736,000 
Property Held under Capital Leases, 
principally buildings.............. 20-50 $ 33,291,000 $ 33,330,000 
LONG-TERM DEBT— December 30, 1978 December 31, 1977 
Installments Subsequent Installments Subsequent 
Maturity due in 1979 maturities due in 1978 maturities 
Promissory Notes: 
oy) near are non er ae 1979 $ 400,000 $ 350,000 $ 400,000 
Fy 1 Oley eves ssestoeorayah Bet nto whe Sete 1982 250,000 $ 1,000,000 250,000 1,250,000 
Owe ci Sa ae Ree nee 1983 312,000 1,250,000 313,000 1,562,000 
ee icy oe oulpeten ead ewe 1984 250,000 1,350,000 250,000 1,600,000 
CLO Zo oitcsdakncnatd ee he, 1991 608,000 11,068,000 608,000 11,676,000 
ORM C Tina os ars otal eee ace Various 73,000 945 000 69,000 1,018,000 








$1,893,000 $15,613,000 $1,840,000 $17,506,000 
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PREFERRED STOCK—The 4%% Cumulative Preferred Stock, which is redeemable at $104 plus accrued dividends upon call or 
voluntary liquidation and at $100 plus accrued dividends upon involuntary liquidation, is summarized as follows: 














Shares 
December 30, 1978 December 31, 1977 
Authorized and originally issued.................0..... 65,000 65,000 
Kes Sinking tuna TEdeMplONS ss. os... csdends «eave wd « 39,000 37,700 
MENURIRINCA SU in: c% Sharh Sher daiins otc sep eiceaae ine wally oe 7,222 8,922 
46,222 46,222 
CETTE UI eae atc dees Pies ta Aen trated tobe tardies leseens chee ane or 18,778 18,778 











The Company has fulfilled sinking fund requirements for the annual redemption and cancellation of 1,300 shares through 
December 30, 1978. 

















COMMON STOCK— Shares 

December 30, 1978 December 31, 1977 
Issued (30,000,000 authorized)... 2... 13,284,904 13,191,603 
FESS HELO MCASUDY. 4 ba wkevre¥wacsrusveeneseneuas 1,688 252 1,475,052 
Outstanding........ Fp ARO Coy eraser ay Gene en array yr 11,596,652 11,716,551 





The Company has a Qualified Stock Option Plan for the sale of Common Stock of the Company to executives, including store 
managers. The right to grant options expired in 1976. Changes in the status of the options are summarized as follows: 








Shares 
December 30, 1978 December 31, 1977 
Under option, beginning of year..........0.....0...00.. 95,901 141,384 
OMHONSFCARCEIEM e . celine clues sssvs cndewenscas aan (987) (11,100) 
Options exercised ($7.50 per share).................... (33,877) (34,383) 
Under option, end of year ($7.50 per share)... ........... 61,037 95,901 
EXenCisaplevatend OP YOGr ccc ccs cawesssacceuaveves 27,015 30,759 





Under the 1975 Stock Bonus Plan, 750,000 shares of Common Stock may be issued to executives, including store managers. 
The stock is distributable in installments from two to six years after grant, based on the excess of market value at time of 
distribution over the base price (which may not be less than 75% of market value at date of grant). The cost of the plan is being 
charged against income over the applicable six year period. The annual charge ($3,123,000 in 1978 and $2,092,000 in 1977) will 
vary depending on changes in the market price of the Company's Common Stock over the term of the bonus grants. Based on 
the quoted market value of the Common Stock at December 30, 1978, the following number of shares are issuable at December 
30, 1978: 


Date of grant Base price range Issuable shares 
A ce ae ¥ So ines Seas aa Grldbe, sn AG Mh tnieniace wa Stemaaoe $6.33 and $10.33 173,000 
Ie RN Rd ee Ro a Sn ati Wha ea ha eee REY wh 13.00 and 13.67 55,000 
KSUTES. sig SRR Sie ee a 16.33 36,000 
LRSM Re PEE LS els. ah oo 9 shed, & Wo dak Gas ack: abate 19.50 and 24.50 20,000 

284,000 


The base prices were 84% of market value at dates of grant. Shares totaling 115,371 (59,424 in 1978 and 55,947 in 1977) 
have been issued under the provisions of the plan; accordingly, 634,629 shares are available for issuance under outstanding 
and future grants. 














LEASES — Operations of the companies are, for the most part, conducted in leased premises. A majority of leases provide for 
percentage rentals based upon sales, and other items, as additional rent. Net rental expense for approximately 1,615 (1978) and 
1,450 (1977) operating leases, including the land portion of capital leases, and subleases is as follows: 














Year ended 
December 30, 1978 December 31, 1977 
UOT NU sre occ acess Lccatad MeEL o Gaede Hake a ee eee $31,270,000 $27,029,000 
Based WO Sales cube oF kt eioltoee ws worear ae neath wee 8,364,000 6,551,000 
MU eW saci 4 hice dy Gea ea cee bee lees ode creates 6,762,000 5,231,000 
Less: SUBIEASE INCOMGs sc 0b cacesbaaweaqe sed we sees Hacks (679,000) (681,000) 
$45,717,000 $38,130,000 


The following is a schedule by years of future minimum lease payments required under capital leases, together with the present | 
value of the net minimum lease payments, and operating leases as of December 30, 1978: 


Future minimum lease payments 














Capital leases Operating leases 
Dc melecht Paes wak Sorcerer ek Cote baat: $ 2,801,000 $ 33,943,000 
Lear gsdoe hack Sa aanaase bear a ee eet an ea 2,863,000 32,678,000 | 
i) ero ae ey fee een ee er eel ene wees 2,866,000 31,476,000 
| ae eT eee ea ey ONE ree en eee eee wre 2,854,000 30,112,000 | 
TOS ic Fa Satine ot be ke ch oe Se td cui 9, hs 2,843,000 28,664,000 ! 
BOvONG 10d, 4.07409 ote ees ack tao an Gees ea ees 49,513,000 217,584,000 

| rr ce Veen ie cee ee seen eam Ares 63,740,000 $374,457,000 | 

Less: Amount representing interest.........0.....0..... 33,864,000 
Present value of net minimum lease payments............. 29,876,000 
LOSS? CUNCNT DOTUON 2. c0ocs5 Gane ooveceasedeawsaway 576,000 

$29,300,000 












Minimum lease payments have not been reduced by minimum sublease rentals of $2,808,000 (capital leases) and $4,346,000 
(Operating leases) due in the future under noncancelable subleases. Contingent rentals on capital leases are not material. 
RETAINED EARNINGS —The terms of the instruments relating to long-term debt and the Preferred Stock contain certain restric- 
tions including limitations on the payment of dividends (other than stock dividends) and the acquisition of capital stock of the 
Company. Retained Earnings of $77,781,000 as at December 30, 1978, are free of such limitations. 

PENSION COSTS—The companies have a pension plan covering employees who have met eligibility requirements as to age and 
service. Pension expense was $3,321,000 in 1978 and $3,054,000 in 1977, including amortization of unfunded past service 
cost over periods ranging from 30-40 years. The Company's policy is to fund, at a minimum, pension cost accrued. Based on 
the most recent report by the Company’s consulting actuaries, which is as of January 1, 1978, the unfunded past service cost for 
the pension plan aggregated $13,307,000 and the value of pension trust assets exceeded the actuarially computed value of 
vested benefits. 


LITIGATION —Among claims against the Company is a shoe design patent suit for $25,000,000 as to which the Company has 
substantial but not full indemnity. Management, after consulting with counsel, is of the opinion that such litigation will not have 
a material adverse effect on the financial position or operations of the Company. 
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INCOME TAXES—The differences between the effective income tax rates and the statutory 48% Federal income tax rate are 
reconciled as follows: 


Percentage of pretax income 



































1978 1977 
Computed “expected” taxexpensSe... ..acccecccdvaaevdeeewsa 48.0% 48.0% 
Increase (decrease) in taxes resulting from: 
State and local income taxes, net of Federal income tax benefit... . 3.3 3.5 
MISGEIIAMEOUSHITOINS etic wax nste tome vce ereimolnan Gammene aie ae (1d) (2.6) 
[EEE ALTES GS) (VE a 50.2% 48.9% 
CHANGES IN WORKING CAPITAL BY ELEMENT — Year ended 
December 30, 1978 December 31, 1977 
Increase in current assets: 
Cash, certificates of deposit and short-term investments.... $ 2,290,000 $ 8,555,000 
MenChangiS@NVeNtONieS...ccsecees se aeauecewasvesn 25,702,000 12,487,000 
INEIRGLINIENEGSSEIS «a's aw deehurevapw aww as bnwdwad 2,066,000 4,180,000 
30,058 000 25,222,000 
Increase in current liabilities: 
Accounts payable, accrued expenses and other liabilities .. . . 2,019,000 20,070,000 
PIGOM MANOS artes. ba as Winn deans ea x ward 44 w gl ern tok 7,527,000 1,843,000 
Current installments of long-term debt and obligations 
MINGETEAIALIEASES <<. wisi voskakenceessesoouaavs 29,000 29,000 
9 575,000 21,942,000 
Increase in. Working Capital. ........c0ccccs ce evew caus $20,483,000 $ 3,280,000 


BUSINESS SEGMENTS—The Company is engaged in the operation of stores in three areas of retailing: footwear, hardware and 
apparel. The footwear and apparel segments were treated as one segment in 1977. Footwear includes ladies’ shoes and accessories; 
hardware includes hardware and other articles used by home owners in the improvement, maintenance and repair of their homes; 
apparel includes men’s and women’s fashion apparel and related items. The following data summarize the operations of the 
Company’s business segments as at and for the years ended December 30, 1978 and December 31, 1977 in accordance with 
the provisions of the Statement of Financial Accounting Standards (FAS) No. 14: 













































































1978 000s Omitted 
Footwear Hardware Apparel Consolidated 

Sle SMe Att lcd tte Letyalohsiats ale die-niwr died. @ niiiw aued Gos & $426,715 $167,980 $144,744 $739,439 
Identifiable assets, including intangibles................... $175,342 $ 94,089 $ 64,339 $333,770 
Operating income, as defined in FAS No. 14................ $ 68,195 $ 16,646 $ 13,209 $ 98,050 
Add (deduct): 
MDE CSEN DENSE sic) van dddud adunwacercariddandawae sen (1,746) (1,687) (253) (3,686) 
Intercompany interest and general corporate expenses......... 653 (2,206) (502) (2,055) 
Income before income taxes... ................0..0 0000. 67,102 12,753 12,454 92,309 
IG OUEMG Ke Sta mise. neee'st Co deus nsec aie s blew me wxrwe S 34,331 6,343 5,643 46,317 
IIR OU mre niikas ahe4 um axis 5 vinnie wie toacd ants eyed weve $ 32,771 $ 6,410 $ 6,811 $ 45,992 
Depreciation and amortization. ..............0 00.00.0004. $ 6,377 $ 3,066 $ 3,619 $ 13,062 
Expenditures for property and equipment and 

property held under capital leases..........0.0.0 0000... $ 6,562 $ 7,880 $ 11,834 $ 26,276 
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1977 000s Omitted 







































































Footwear Hardware Apparel Consolidated 

Be ts Schlag ts ct he at AOR oh iis te ce Cle eters $390,002 $147,293 $ 87,026 $624,321 
Identifiable assets, including intangibles.................., $157,323 $ 81,411 $ 53,507 $292,241 
Operating income, as defined in FASNo.14................ $ 54,611 $ 13,710 $ 8,105 $ 76,426 
Add (deduct): 
IMerest SENSO ooo eek eine hand oa eee Ohne ok (1,907) (1,700) (27) (3,634) 
Intercompany interest and general corporate expenses......... 445 (1,927) (297) (1,779) 
Imeome before iNCOME TAKES... occ. ccacase dene avaveoues 53,149 10,083 7,781 71,013 
WOO ce 6 eo hk ee od. doe ees 26,284 4,966 3,480 34,730 
BE Weng 8 eect: fh atin daaraly bine aad te atimeelitease een thi $ 26,865 e S017 $ 4,301 $ 36,283 
Depreciation and amortization... .............0.....000.. $ 6429 $ 2,708 $ 2,021 $ 11,158 
Expenditures for property and equipment and 

property held under capital leases...................... $ 6,372 $ 4874 $ 10,141 $ 21,387 














Interest expense represents interest charged on each segment’s long-term debt and obligations under capital leases. Intercompany 
interest is interest charged on intercompany borrowings. General corporate expenses are allocated to each segment based upon 
sales. Income taxes are calculated by each segment as if it were to file a separate income tax return. The financial results 
of the United Sporting Goods division, which was disposed of in 1977, and of the Cover Story division, which operations were 
terminated in 1978, have been included with the footwear segment. 


QUARTERLY RESULTS (UNAUDITED)—The unaudited quarterly net sales, cost of goods sold, including occupancy and buying 
expenses (Cost of Sales), net income and earnings per share (EPS) are set forth in the following table: 








Quarter Net Cost of Net 
Ended Sales Sales Income EPS 
April 22, 1978 (16 weeks)... . $187,684 000 $121,556,000 $ 7,124,000 $ .61 
July 1, 1978 (10 weeks)...... 135,003,000 85,939,000 7,081,000 61 
September 30, 1978 (13 weeks) 188,375,000 116,540,000 10,710,000 92 
December 30, 1978 (13 weeks) . 228,377,000 136,248,000 21,077,000 1.81 
1978 Fiscal year......... $739 439,000 $460,283,000 $45,992 000 $3.95 
April 23, 1977 (16 weeks)... . $160,122,000 $105,307,000 $ 5,658,000 3 47 
July 2, 1977 (10 weeks)...... 109,198,000 68,859,000 5,899,000 49 
October 1, 1977 (13 weeks)... 156,168,000 99 038,000 8,377,000 Ji 
December 31, 1977 (13 weeks) . 198,833,000 119,849,000 16,349,000 1.39 
1977 Fiscal year......... $624 321,000 $393 ,053,000 $36,283,000 $3.06 


The Company's first quarter contains 16 weeks so as to include consistently the effect of Easter sales in that quarter. Each 
year’s fourth quarter results reflect the significant effect that Christmas sales have on the Company’s overall profitability. 


ASSET REPLACEMENT COST (UNAUDITED) —The impact of inflation on the cost to the Company of replacing year-end inventories 
would not be significant. In addition, the Company has historically been able to compensate for cost increases by increasing 
sales prices in amounts sufficient to maintain or improve its gross profit percentage on sales. 


The replacement of buildings, leaseholds and leasehold improvements, fixtures and equipment and property held under capital 
leases with assets having equivalent selling and supportive capacity would require a greater capital investment than that which 
was required to purchase the assets being replaced. However, in recent years, changes in merchandise inventory presentation 
and selling concepts and technological improvements relating to store construction, etc., have enabled the Company to achieve 
greater sales volume in smaller stores. As a result, the cost of replacing existing assets would be less than expected when 
considering the escalation of square footage costs and general price-level increases of recent years. 


The Company’s annual report on Form 10K (a copy of which is available to stockholders upon request) contains specific infor- 
mation with respect to estimated year-end 1978 and 1977 replacement cost of inventories and productive capacity (generally 
buildings, leaseholds and leasehold improvements, fixtures and equipment and property held under capital leases), and the 
related estimated effect which replacement costs would have had on the computation of cost of sales and depreciation expense 
for those years. 














ACCOUNTANTS’ REPORT 


Board of Directors 
Edison Brothers Stores, Inc 
St. Louis, Missouri 


We have examined the consolidated balance sheets of 
Edison Brothers Stores, Inc. and subsidiaries as of December 
30,1978and December 31,1977, and the related con- 
solidated statements of income, stockholders’ equity and 
changes in financial position for the years (52 weeks) then 
ended. Our examinations were made in accordance with 
generally accepted auditing standards and, accordingly, 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
circumstances 


In our opinion, the financial statements referred to above 
present fairly the consolidated financial position of Edison 
Brothers Stores, Inc. and subsidiaries at December 30, 1978 
and December 31, 1977, and the consolidated results of their 
operations and changes in their financial position for the years 
(52 weeks) then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 


Kotat +tntt- 


E&xE 


St. Louis, Missouri 
February 22, 1979 





EBS COMMON SHARES QUARTERLY PRICES AND DIVIDENDS 


1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 
High Low High High Low High Low 
1978 Prices...... $28.00 $21.75 $31.50 $27.50 $34.13 $28.13 $33.50 $24.75 
Dividends ... $.225 $.225 $.275 $.275 
1977 ~=Prices...... $20.29 $19.25 $19.17 $17.71 $21.67 $19.00 $26.58 $20.88 
Dividends .. . $.183 $.183 $.183 $.225 


Edison Brothers Stores, Inc. Common Shares are listed on the New York Stock Exchange 


Transfer Agent: Bradford Trust Company, New York, N.Y. 10004 





Registrar: The Chase Manhattan Bank, New York, N.Y. 10015 
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